Milwaukee County Emplovees® Retirement System (ERS)

Investment Committee Meeting

MINUTES
Members: Sarah Peck Dean Roepke
Linda Bedford Jeffrey Mawicke

John Maier
1. Call to Order:
Chairman Sarah Peck called the meeting to order at 2:40 pm, on 3-2-09, in Room

203-P, of the Milwaukee County Courthouse, 901 N. 9™ St . Milwaukee, WI.
53233.

2. Roll Call:
Members Present: Others Present
Sarah Peck Gerry Schroeder-ERS Manager
Linda Bedford Mark Grady-Corporation Counsel
John Maier Brett Christenson-Marquette
Jeftrey Mawicke Managing Director
Dean Roepke Ray Caprio-Marquette -

Assistant Vice President
Gordon Mueller-ERS Fiscal Officer

Two (2) handouts were provided to Investment Committee Members and those in
attendance:
» Marquette Associates: March Investment Committee Document
= Market Values Document

3.Topic: Marquette: Commission Recapture & Cash Management Structure

Marquette has started the process of renegotiating new agreements to the current 1.2¢
per share rate from the old rate of 2¢ per share.

Marquette recommends returning to the policy provisions regarding commission
recapture in Appendix D to the Investment Policy to the policy that had been in effect
from 2006 — 2008. This will return ERS to the 50% goal that had been eliminated by
Board action in 2008.

Currently, ERS has $49 million in cash. BNY puts $15 million into the STIF account,
with $25 million in the Short Term Bond account. ERS is the only investor left in this




Bond Fund. BNY charges ERS 18 basis points. These funds are used to generate
revenue on excess cash.

Marquette recommends putting funds only in the STIF account. The ERS target is to
have 1% in cash. Marquette indicates that this is not a good practice. ERS should take
every dollar as inkind, and reinvest in the STIF account. BN'Y would then get 15
basis points on the STIF. Finally, Marquette recommends that a new account be set
up and that it is monitored and reported to the Board.

4. Topic: Marquette: Cash Overlay Manager

Marquette is working on the Overlay Services contract with Steve Huff, for the next
Board Meeting. It is the intent to include the change to a 2.5% per week investment
rate. The Investment Policy Revision is currently being worked on, with a new
version to Steve Huff this week. It is the intent to take it to the Board as an
Investment Committee recommendation.

Marquette recommends that ERS move out of Security Lending on Index Funds and
for BNY to get some quotes. ERS should cap Custodial Lending. We currently have a
$40 million portfolio account with BNY.

Marquette recommends that ERS use transition managers to handle some of its trades.
Marquette recommends the practice of having several such managers under contract
and rotating the work between them. This allows ERS to obtain the lowest cost for
this service and avoids any conflicts of interest or front-running concerns. The
Investment Committee agreed with Marquette’s recommendation to issue an RFP for
Transition Managers and come back with a recommendation for a stable of top
candidates. The criteria will include sound documentation, capability and price.

5. Topic: ERS Fiscal Officer Review: Overlay Services

The ERS Fiscal Officer shared his views on overlay services. It is positive that cash is
available at the end of cach month. If ERS had been involved with overlay services in
2008, we would have lost 25%. However, this was a unique year. This year should
produce much better results. Going with a 2.5% per week investment rate will secure
our funds much better. Currently, our cash is in a Wells Fargo Repurchasing Sweep.
Marquette recommends that a more secure approach to investment would be to use a
STIF account.

6.Adiournment: ’lywestment Committee adjourned at 4:40 pm.
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